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SUBJECT: Firearm Locking Device Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

X DEPARTMENT POSITION CHANGED TO no position.

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED January 15, 1999, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would create a personal inconme tax (PIT) credit equal to the anount
paid or incurred by an individual during the taxable year for the purchase of a
qualified | ocking device for a firearm

SUMVARY OF AMENDMENT

The March 22, 1999, anendnents made the foll ow ng changes:

Provided the credit to individuals instead of taxpayers.

Del eted the $225 limt and instead limted individuals to three devices per
year (each device would remain limted to $75).

Limted the credit to the personal, noncommercial use of gun | ocks purchased
for use in this state.

Restricted the credit to | ocks that are not required by |ocal ordinance.
Limted the unused credit carryforward to ei ght years.
Added a repeal date.

Added a requirenent that the Franchi se Tax Board (FTB) report to the
Legi sl ature annually on taxpayer utilization of the credit.

These anendnents resolved the Policy, |Inplenentation and Techni cal Considerations
raised in the departnent’s analysis of the bill as introduced on January 15,
1999.

The Effective Date, Legislative Hstory and current |aw di scussion of Specific
Findings in the department’s analysis of the bill as introduced still apply. The
remai nder of that analysis is replaced with the foll ow ng.
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SPECI FI C FI NDI NGS

This bill would create a PIT credit equal to the amount paid or incurred by an

i ndi vidual during the taxable year for the purchase of a qualified |ocking device
for a firearm The maxi num anount of credit would be $75 for each device for up
to three devices purchased by the individual during the taxable year.

“Qualified | ocking device” would nean a | ocking device that is all of the
fol | owi ng:

A | ocking device designed to prevent the firearmfrom functioning, which
when applied to the firearm renders the firearminoperable (Section
12035(a) (1) of the Penal Code).

Used in this state exclusively for personal, noncommerci al purposes. The
tenmporary use of the qualified | ocking device outside of this state for
pur poses such as hunting would not disqualify a | ocking device.

Not purchased pursuant to a | ocal ordinance requiring the purchase of a

| ocking device with the purchase of a firearm

“Firearnf woul d nean any device designed to be used as a weapon, fromwhich a
projectile is expelled through a barrel by the force of any expl osion or other
form of conbustion.

Any credit in excess of “net tax” could be carried forward for up to eight years.
Since this bill does not specify otherw se, this credit would not reduce regul ar
tax below tentative m ni num t ax.

| npl ement ati on Consi derati ons

I mpl ementation of this bill would occur during the departnent’s annual
syst em updat e.

LEG SLATI VELY MANDATED REPCRTS

This bill would require FTB to report to the Legislature annually on taxpayer
utilization of the credit.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

Based on data and assunptions di scussed below, this bill would result in the
foll owi ng | osses.

Esti mat ed Revenue | npact of AB 156
As Amended 3/22/99
[$ In MIlions]
1999- 00 2000-01 2001- 02
($8) ($8) ($8)
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The bill would be effective with i ncome years begi nning on or after
January 1, 1999, with enactnent assuned after June 30. Estinmates assune al
credits generated in a given year would be applied to reduce tax
liabilities. Losses would be under the PITL.

Thi s anal ysis does not consider the possible changes in enpl oynent, personal
i ncone, or gross state product that could result fromthis measure.

Tax Revenue Di scussion

The March 22, 1999, anendments decreased the revenue estimate by $1 mllion

annually fromthe estimate in the analysis of the bill as introduced. The
total inpact of the bill as amended, is |losses on the order of $8 mllion
annual | y.

Only the change that restricts the credit to | ocking devices not already
required by | ocal ordinances inpacted the revenue. The other changes were
consistent with the assunptions made for the prior revenue estinate.

It is not known how many California communities have | ocal ordinances
mandating the sale of a |locking device with any firearmsale. Al so not
known is the share of total firearmsales attributable to these communities.
In California, current |egal sales of firearns range from 350,000 to 500, 000

annual | y. In 1998, sal es total ed about 350, 000. It is assunmed one-quarter
of total statewide sales in the current year (about 88,000 firearns) would
not be eligible for the credit due to | ocal ordinances. |If two-thirds of

remai ni ng sales (or 262,000 firearns) either come with or the buyer pays
extra for a qualifying | ocking device, and an average cost per device of
$20, revenue |l osses attributed to current year acquisitions would be $3.5
mllion annually. Unchanged fromthe prior analysis, the inpact for
firearms acquired in a previous year is an additional |oss of $4.6 mllion.

BOARD POSI TI ON

At its March 23, 1999, neeting, the Franchi se Tax Board voted 2-0 to take an
“oppose” position on this bill as introduced January 15, 1999.



